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RESOLUTION 


ADOPTED BY THE TRUSTEES OF THE 
CARNEGIE ENDOWMENT FOR INTERNATIONAL PEACE 
AT THE SEMI-ANNUAL MEETING HELD IN NEW YORK 

DECEMBER 13, 1937 


AT A MOMENT when the force and power of treaty obligations 
between nations are being broadly challenged, the Trustees of the 
Carnegie Endowment for International Peace wish to record their 
conviction that there is no path to permanent peace, no hope for 
the reign of law and order in international affairs, save by an insist- 
ence upon the observance by nations of the solemn covenants they 
have made. They hold that a world in which no distinction is made 
between those who keep their word and those who break it, between 
those who seek to live at peace with their neighbors and those who 
commit acts of obvious aggression, is a world foredoomed to anarchy 
and the rule of the sword alone. In such a world no nation, great or 
small, on whatever continent—our own included—can hope to be 
at rest. 

They believe these principles to be of vital concern to the future 
welfare of America and declare that she cannot, if she would, divest 


herself of responsibility for their maintenance and defense. 
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PREFACE 


At the request of the Governments of France and of the United 
Kingdom, M. Paul van Zeeland, then Prime Minister of Belgium, 
agreed, in April, 1937, to undertake “‘an inquiry into the possibility 
of obtaining a general reduction of quotas and of other obstacles to 
international trade.”’ In forwarding this task, M. van Zeeland was 
assisted by the Belgian economist. M. Maurice Frére. A great 
volume of information, obtained in part at first hand through visits 
to European capitals and to Washington, and in part from the 
findings of the International Chamber of Commerce and of various 
committees of the League of Nations, was incorporated into a con- 
cise report, which was published widely following its formal presenta- 
tion to the French and British Governments late in January. All 
aspects of the problem of international economic reconstruction were 
examined and, in the thought that eventually a pact of economic 
collaboration based on recommendations made in the report may be 
concluded which would embrace the greatest possible number of 
States and be open to all, a course of procedure with this end in view 
was outlined. The text of the report, as made available to the press 
by the Department of State at Washington on January 27, is repro- 
duced in this document as is also Mr. Walter Lippmann’s comment 
in the New York Herald Tribune of January 29. M. van Zeeland’s 
program is in conformity with the recommendations resulting from 
the unofficial economic conference held on the invitation of the 
Carnegie Endowment at Chatham House, London, March 5-7, 
1935, which M. van Zeeland attended. 

The program recommended to the eleven national organizations 
of women which participated in the thirteenth national conference 
on the cause and cure of war held at Washington, D. C., January 
18-21, 1938, and editorial comment thereon from The New York 
Times of January 24 appear in the latter part of the pamphlet. 


NICHOLAS Murray BUTLER 


New York, February 5, 1938. 
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INTERNATIONAL ECONOMIC RECONSTRUCTION 


TEXT OF THE REPORT BY PAUL VAN ZEELAND! 


Part I—INTRODUCTORY 


A. Terms of Reference 


In a communication dated April 3, 1937, the Governments of France 
and of the United Kingdom did me the honor of intrusting me with 
a mission consisting, to quote the text, of ‘‘an inquiry into the possi- 
bility of obtaining a general reduction of quotas and of other obstacles 
to international trade.” 

In compliance with the terms of this mandate, I have collected 
the information and suggestions which form the body of this report. 


B. Preliminary Question: International Economic Collaboration 
or Autarchy? 


At first sight, it would seem that a task of this kind assumes that 
one preliminary question is already settled, viz., is it a useful thing 
to develop international trade? Or, in other words, “‘ Are the methods, 
which, taken as a whole, form the system of international trade, 
fundamentally preferable to those autarchic tendencies, which, in 
varying degrees, have inspired either new theories, or a series of 
practical measures taken in numerous places?” 

In my opinion, there can be no doubt whatever as to the reply. 
It is the reply which follows from our experience of the crisis as well 
as from our experience of the period subsequent to the crisis. 

The isolated, divergent, and contradictory measures by which the 
nations, in the first period of the late crisis, attempted to protect 
themselves against it and push off the burden on their neighbors 
have only served to precipitate it and to render it yet more grievous 
for all. 

No country was able to escape the crisis, whatsoever may have 
been its means, its resources, or the degree of “‘self-support’’ which 
it had reached or retained. 

In certain large markets, international trade only constitutes a 
small portion—sometimes less than 10 per cent—of their total 
economic activity. Yet these countries were just as sensitive as any 
other to the international movements, both of crisis and recovery. 


1 Unofficial text as made available to the press by the Department of State at Wash- 
ngton; reprinted by permission from The New York Times, January 28, 1938. 
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This does not mean that a State has only to allow itself to drift 
with the general current in order to find prosperity. Here, too, the 
examples are clear: they show that it is necessary to row and to steer 
skillfully even to utilize and to follow the line of favorable currents. 

But it does mean that no country can avoid being influenced by 
general movements of the international economy, whether for good 
or for evil. 

Must we conclude then that autarchy is unattainable? Theoret- 
ically, no. It is evident that autarchy is out of the question except 
in a large national market, dominated by an exceptionally powerful 
central authority. If a country, which fulfils these conditions, 
wished, at any price, to isolate itself from the rest of the world— 
economically, financially, monetarily—it could do so, at any rate 
to a very large extent, as the existing technique would probably 
enable it to do so. 

But that is not the question. It is rather a matter of knowing 
whether such a regime—theoretically possible—would in fact be 
better than the other; or in other terms, what is the price which 
would have to be paid for its realization? 

Such a regime involves—as its definition almost implies—an 
increase in the real cost of living, that is to say, a lowering of the 
standard of life of the population concerned. International economic 
life is founded on exchanges, which only start or continue if the two 
parties find them to their advantage. Artificially to interrupt these 
currents is to deprive the country concerned of that advantage. 
More effort must be made in order to achieve the same result, or, 
rather, the result will probably be less, whatever may be the effort. 

In several old countries with dense populations it is even doubtful 
whether under autarchy the present population could continue to 
live, to whatsoever level of existence it might resign itself; the 
regime, if it were pushed to extremes, would in the long run be liable 
to result automatically in a reduction in the number of the population. 

What has been demonstrated, however, by a whole series of 
attempts in the direction of greater economic independence, is the 
elasticity of the home market. Perhaps the absolute importance of 
the international market had, in certain cases, been exaggerated. 
Whether that be so or not, its relative importance appears today 
to be as great as ever; its marginal influence is real and powerful; 
whatever may be the role of the home market, the fostering of inter- 
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national trade must remain an element of capital importance for 
economic prosperity within the national frontiers. 


C. Results of the First Tentative Inquiries 


We must assume that these views are, in the long run, shared 
practically unanimously by all statesmen of the present day. In 
fact, the preliminary consultations which I undertook enabled me to 
ascertain that everywhere the mission with which I had been in- 
trusted would meet with a most sympathetic reception. 

As regards the principle of collaboration in order to reduce the 
obstacles to international economic relations, not a single discordant 
voice was heard. 

The attitude adopted in all the capitals has been so sympathetic 
that it revealed something more than a mere polite but platonic 
interest; it took the form of an active interest in an effort the results 
of which could not fail to be beneficial, 

But if this first reception was thus far encouraging, the positive 
reactions, which I was able to record, were less so. I was anxious to 
elicit some concrete suggestions and to collect some practical pro- 
posals in order to place them side by side, to compare them, and to 
evolve from them the rudiments of a general solution. 

I could not but note, however, that when once the first and emi- 
nently favorable stage had been passed, the attitude, almost every- 
where, became qualified by a very marked reserve. It seemed that 
nobody wanted to commit himself to advance in any direction, before 
being certain that the path had been taken, or that at any rate it 
had been mapped out, by several others. 

Besides, it must be recognized that the numerous and diverse 
problems which a return to better international collaboration is 
bound to raise are closely interrelated; in most of these problems, 
practical solutions can only be conceived in connection with their 
counterparts in other directions. One can understand that states- 
men hesitate to take a step forward without knowing whether 
others will make their contribution, and if so, in what form. So, the 
first conclusion, which immediately emerges is that we find ourselves 
confronted with a general problem which equally demands a general 
solution. 

The following, therefore, is the general impression, which I gath- 
ered in the course of a large number of contacts: 
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On the one hand, every possible interest, evident good will, a 
definite desire to collaborate in a general action directed toward 
the development of international trade; 

On the other hand, very great reserve as soon as it comes to the 
question of actually embarking upon the stage of practical solutions. 

However, initiatives have been taken which emphasize the general 
will to advance in the direction indicated; and constructive sugges- 
tions have been made, for instance, by the Economic Committee 
of the League of Nations during its session in June-September, 1937; 
by the International Chamber of Commerce, in its congress at Berlin 
in June-July, 1937; by the committee appointed by the League of 
Nations to study the problem of raw materials in its report dated 
September, 1937; et cetera. 

Besides, a whole series of suggestions or of interesting and helpful 
ideas have been submitted to us in the course of our many conversa- 
tions, both semi-official and private. 

If one takes account of all the numerous elements, then it seems 
possible, with some chance of success, to attempt to take action in 
the direction of international collaboration. 

I have done my best, therefore, to collect a statement of proposals 
or suggestions which, if applied as a whole, would, in my opinion, 
be of such a nature as to guarantee a fresh impetus to international 
economic relations, and which, in the long run, would provide 
indubitable benefits to those national economies which would accept 


the program. 


Part IJ—TuHeE PrincipaAL Direct OBSTACLES IN THE WAY OF 
INTERNATIONAL TRADE AND THE MEANS FOR REDUCING THEM 


The factors which most seriously prejudice international trade 
are to be found, some in the economic sphere properly so-called and 
some in the financial sphere. 

Among the former, I shall concentrate on three, viz: tariffs, 
methods of indirect protection, quotas. 

Among the latter, I shall refer to sudden and excessive exchange 
variations, hindrances to capital movements, and restrictions on 


payment. 
I shall examine in turn each of these points, and I shall try to 


find the methods by which it would be possible to reduce the obstacles 
which they present to international relations. 








F 
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A. Economic Sphere 
I. TARIFFS 


(a) The existence of a general tariff is not in itself to be included 
in a list of the most serious obstacles to international trade. The 
average incidence of a tariff taken as a whole has its repercussion 
on internal prices and especially on the cost of production; little by 
little, it is absorbed therein. In this way, at the end of a certain time, 
a sufficient degree of equality of competition is established between 
home and foreign producers. 

But there are certain characteristics which produce in the case 
of customs duties such harmful effects that they constitute a serious, 
and in some cases an insurmountable, obstacle to international 
transactions. 

We must observe, first of all, that the argument set out above 
applies only in cases where a tariff has existed long enough for its 
incidence to have become absorbed in internal prices. During the 
whole intermediate period, the duties undoubtedly act as a kind of 
brake, the force of which gradually lessens but which in the mean- 
while is liable to interrupt or disturb normal or regular commercial 
currents. 

On the other hand, the diminution of the harmful effects of a 
tariff taken in its entirety does not extend to the damage caused by 
duties the amount of which is considerably more than the average 
incidence of the tariff; these, indeed, constitute a real and pérmanent 
measure of protection in the degree in which they exceed the average 
level of the tariff. 

For example, let us take the instance of a tariff the average in- 
cidence of which is 10 per cent; products in the case of which there 
is an import duty of 100 per cent will be effectively and perma- 
nently protected to the extent of 90 per cent. It is clear that duties 
of this kind must be regarded as real obstacles to trade. 

Finally, there are tariffs which are applied to such numerous 
categories of goods, or which have so heavy an effective incidence, or 
which are so complicated that they constitute, by their very nature, 
a real hindrance to international transactions. 

(b) What means are there of improving this state of things? 

There is no doubt that a general movement for the reduction of 
tariff duties would acquire a symbolic significance, and would thus 
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have a powerful moral effect. Unfortunately, we are bound to recog- 
nize that a gesture of this kind, however desirable it might be, does 
not at present come within the range of possibility. 

But if a policy consisting from now onward in a progressive reduc- 
tion of tariff duties cannot be entertained in actual conditions, other 
measures could be applied to achieve the object at which we are 
aiming within the limits of a more modest but more flexible plan. 

It would be necessary and it would be sufficient for governments 
to undertake on the one hand not to raise nor to widen the range of 
their tariffs and, on the other, to carry out a gradual reduction 
of such duties as are of an exceptional character and the amount of 
which is notably greater than the average incidence of the tariff. 
Such transition could, moreover, be embodied in the most easily 
adaptable forms, if necessary even in parallel declarations. 

It would be desirable that another undertaking should be given, 
of a different character, covering the suppression of duties or taxes, 
prohibitions or restrictions affecting the export of raw materials. 

Such undertakings are not of such a kind as to revolutionize 
existing situations. Moreover, they could be accompanied by de- 
tailed arrangements which would cover the necessary transition 
stages. The undertaking to file down the sharp points of a tariff could 
be spread over a certain number of years; the level finally reached 
could be allowed to remain above the average rate of the tariff, 
provided that the excess over the average did not, in point of fact, 
retain its prohibitive character. 

Finally, the suppression of restrictive measures with regard to 
exports need not imply the complete suppression of duties, so long 
as their effect did not in any way injure the general economic interests 
of importers. 

But side by side with such undertakings of a general character, it 
appears that, in the present state of affairs, the negotiation of 
bilateral commercial agreements, based on the most-favored-nation 
clause, remains one of the most efficacious methods for reducing 
tariff barriers. 

The method has recently been consistently applied by certain 
countries and it has produced indisputable results. 

For instance, no one would underestimate the effect which would 
be produced—either directly, in its reaction, on the two national 
economies concerned, or indirectly, in its repercussion on the whole 
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world, by the conclusion, in a spirit of international collaboration, 
of a commercial agreement covering the wide range, between the 
two great Anglo-Saxon communities. 

On the other hand, the most-favored-nation clause, in the form in 
which it has been conceived and applied in the years following the 
war, has often acted, not as a factor in reducing tariff barriers, but 
as a supplementary element of rigidity in this sphere. In order that 
the clause may completely recover its favorable influence, more 
respect should be paid to the spirit which originally inspired it. 

In this connection, among the observations which have been 
laid before us, there are some which seem to be particularly well 
founded, and which it would be opportune to adopt in future agree- 
ments. These observations can be summed up as follows: 

The clause should remain, in principle, general and unconditional. 

Nevertheless, there should be provided an exception, allowing 
its application to be suspended in the case of countries which employ 
inadmissible discriminations or which refuse to participate in a gen- 
eral effort aiming at the reduction of obstacles to international trade. 

Finally, it ought to be drawn in such a way as not to obstruct the 
conclusion of group agreements or regional pacts, so long as these do 
not tend to constitute a discriminatory regime but to lower tariff 
barriers, and so long as they are open to the accession of all those 
who are willing to accept the combined obligations and advantages. 


2. INDIRECT PROTECTION 


Under this general heading, it is usual to set out certain practices 
which constitute formidable hindrances to international trade. 

(a) There are a whole series of regulations or of administrative 
practices which, by a restrictive interpretation or by an abuse of 
regulations in force, result in excluding certain foreign products. 
The best-known example is the abuse of sanitary regulations, in 
order completely to close the home market against various agricul- 
tural products. 

Another method consists in exaggerating the detail of tariffs and 
in elaborating specification to such a point that the regulations so 
drawn up are in fact aimed against some individual producer, while 
deceptively retaining the appearance of being general regulations. 

Finally, one must remember how often “dumping”’ is invoked 
as a pretext for measures which prove, in fact, to be fatal not only 
to unfair competition but to all competition from abroad. 
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(b) It is, of course, right and proper that each country should 
defend itself energetically against any ‘dumping’ methods. It is 
also necessary to apply strict measures of safeguard such as sanitary 
cordons. And there are cases where, failing sufficiently precise speci- 
fications, the wisest and most necessary regulations would be eluded 
in an improper way. 

These reflections serve merely to illustrate the delicate nature of 
the measures which we are here discussing; but in no degree do they 
diminish the necessity of removing the hindrances which, in fact, 
arise from their misuse. 

(1) Here, too, it seems that the method of bilateral agreements 
would, in the circumstances, be the best fitted to produce rapid 
results, whether it is a question of simplifying and stabilizing cus- 
toms formalities, or of standardizing the criteria applied in deter- 
mining the origin or place of shipment of goods as well as the value 
which serves as basis for the payment of ad valorem duties. 

It would be useful, if, in such cases, the negotiators would base 
themselves upon the international conventions already concluded 
in this sphere and upon the very detailed studies on these specific 
points which have been carried out by the competent organizations 
and especially by the Economic Committee of the League of Nations 
and by the International Chamber of Commerce. 

(2) However, when it comes to applying the stipulations of com- 
mercial treaties, or when we are confronted by one of those unfore- 
seeable cases such as so often arise in business life, then it is desirable 
also to resort to another more elastic procedure, which reserves to 
the parties concerned all necessary liberty of action, while preventing 
abuses. 

For this purpose, it would be wise to have recourse much more 
widely to the creation of ‘joint committees,’’ the opinion of which 
could be invoked by either of the interested parties if he feels that 
he has cause for complaint against some unfair practice in the nature 
of indirect protection. 

Further, in cases where this method of conciliation does not 
succeed, it would be desirable that interested States should under- 
take to accept the award of an appropriate arbitral body. 

There are already arbitral bodies in existence whose good offices it 
would be easy to utilize for this purpose. Mention may be made 
among others of the “procedure for friendly settlement between 
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States of differences of an economic character”’ instituted by resolu- 
tion of the Council of the League of Nations in 1932 and also the 
arbitral court of the International Chamber of Commerce. 

As regards specifications, in the absence of special reasons, it 
would be highly desirable not to go beyond the limits laid down in 
the Geneva nomenclature; it ought, if necessary, to be possible to 
bring any case going beyond those limits before the arbitral body. 


3. QUOTAS 


The use of quotas appears from experience to be one of the most 
formidable obstacles to the development of international trade. 
As the years go by their arbitrary and artificial character becomes 
more and more evident. Even when they have been fixed according 
to figures which correspond to the level reached during a period of 
unrestricted trade, they remain harmful because they hinder desir- 
able developments and prevent indispensable adjustments. 

(a) In the first place, I recommend the suppression of industrial 
quotas. This proposal does not exclude the possibility of spreading 
out the measures of suppression over a fairly long period, so that 
nobody should be taken by surprise. 

Neither does it exclude the possibility of replacing the quotas 
either by tariff duties, or, if absolutely necessary and on a temporary 


basis, by “tariff quotas.”’ This latter method consists of applying 


to one and the same product a reduced duty for a certain quantity 
first imported and thereafter a higher rate of duty for quantities 
imported after the first quota is exhausted. 

Further, the suppression of the quotas would not prevent the 
State concerned from maintaining or from reestablishing whatever 
measures it might consider effective in order to resist ‘‘dumping”’ 
methods. 

In this connection it is impossible to overlook the serious problem 
constituted by the competition of countries whose standard of living 
is so much lower than that of their principal competitors that the 
normal conditions of international competition are thereby distorted; 
it is conceivable that measures may be necessary, in strictly defined 
cases, at least in order to give time for the necessary adjustments 
to take place without occasioning drastic disturbances. 

On the other hand, the State which suppresses its quotas appears 
entitled to demand the reduction or suppression of any duties im- 
posed by other States as a reprisal against such quotas. 
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Finally, the suppression of quotas by no means implies the sup- 
pression of international cartels. Cartel agreements proceed from 
entirely different conceptions and ought to be treated according to 
quite different rules. One might, if necessary, contemplate the main- 
tenance of the quotas necessary to assure the working of such inter- 
national cartels as conform to the general interest. 

(b) As for agricultural quotas, they have often a special character 
of their own which distinguishes them from the industrial quotas. 
First of all, there are numerous cases where the seasonal or perishable 
nature of these agricultural products constitutes a dominating factor; 
at a given moment, to import unlimited quantities of, for instance, 
vegetables or fruits would result in the complete ruin of a whole 
category of national producers. In such cases, the agricultural quotas 
can be regarded as aiming not so much at a quantitative limitation 
as at an orderly regulation of imports throughout the year in such 
a way as to make competition normal. 

Besides, the conditions which prevail in agriculture are peculiar. 
In times of crisis, agricultural production cannot adapt itself to the 
contraction of demand with the same elasticity as is possible with 
industrial production. 

Often, indeed, in order to meet the fall in prices, the agricultural 
community shows a tendency to increase the volume of its produc- 
tion. A considerable surplus has to find outlets abroad. The number 
of free markets diminishes. Those which remain then find that they 
are being swamped, because upon them are concentrated all the efforts 
made to dispose of these products, many of which are perishable 
and consequently have to be sold quickly and at any price they can 
fetch. 

Here, once again, we become aware of the character of reciprocity 
or of generality, which the solutions contemplated must necessarily 
present, if we wish them to be practicable or acceptable. In a case 
of this kind, the abolition of the quotas in question must be under- 
taken by the States principally interested, practically simultaneously. 

To put it shortly, in the agricultural as in the industrial sphere, 
the tendency should be in the direction of suppression or reduction 
of quotas. At any rate, agreement ought to be reached that no new 
quotas should be imposed, and that no existing quotas should be 


tightened up. 
At the same time, certain reservations are required in the case © 
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of agricultural quotas; quotas affecting seasonal or perishable prod- 
ucts might be retained, but they should be made more flexible with 
a view to spreading importations over approximate periods and not 
to restricting them absolutely; further, it might happen that in 
exceptional circumstances, in order to take account of the conditions 
peculiar to agricultural production, particularly the difficulty of 
restricting production at a given moment, transitional measures 
might prove necessary and proper, pending a fundamental solution 
of the problem of production. 


B. Financial Sphere 


Of all obstacles to international trade there are none more harmful 
and more formidable than those which arise either from monetary 
disturbances or from restrictions regarding the transfer of capital 
or of commercial payments. 


I. THE OBSTACLES 


(a) Sudden or violent variations in the mutual relation of cur- 
rencies run the risk of interrupting the normal currents of trade and 
causing financial movements along abnormal channels (hot money), 
at any rate during the period while internal prices are adapting them- 
selves to the new monetary parity. Uncertainty in this sphere is a 
very grave impediment to the conclusion of business operations over 
any protracted period, as well as of the credit operations necessary 
for their normal execution. 

(b) Restrictions regarding the transfer of funds, even when they 
are limited to movements of a financial character, deprive inter- 
national trade of the essential assistance of credit facilities whether 
on short, middle, or long term, without which such trade cannot 
develop fully and with certainty. 

But these difficulties, real and serious as they are, appear slight 
in comparison with those which arise from prohibitions and restric- 
tions of commercial payments. These introduce into international 
economic relations an element of absolute rigidity, which renders 
impossible most of the spontaneous adjustment which is so necessary 
to the normal functioning of the system; in particular they deprive 
commercial relations of their triangular or multilateral character. 

In present circumstances, it seems that the continuance of exchange 
control systems and of ‘‘clearings’’ constitutes one of the most 
serious obstacles to the development of international trade. 
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2. HOW CAN THIS SITUATION BE REMEDIED? 


(a) Let us consider first of all what can be done to reduce or to 
suppress the element of insecurity in monetary matters. 

Admittedly, the best policy would be to reach a definite solution of 
the problem of the international monetary standard. Such a solution 
would have to be sought in the reestablishment of the gold standard, 
though on a considerably altered basis. But as yet it is probably too 
early to make any such attempt. It would only succeed if we could 
find that a whole series of conditions had first been realized such as 
would permit the return of a sufficient degree of international equi- 
librium both in the economic and financial spheres. 

Now, this situation can only come about, so it seems to me, as 
the result of a prolonged application of international agreements 
in both these spheres. The final and definitive solution of the problem 
must therefore be placed not at the beginning but at the end of the 
effort of international cooperation toward which we are aiming. 

However, we must find some interim solutions. There is one which 
does not appear to raise insurmountable difficulties, and which, 
while we await the hour for the final solution, should suffice to provide 
practical assurance of monetary security for international transac- 
tions. This would consist in the revision and extension of the agree- 
ment reached in the form of a tripartite declaration by the United 
States of America, United Kingdom, and France, with the adherence 
of Belgium, the Netherlands, and Switzerland. 

This agreement should be adapted to the new conditions and 
extended in such a way as to embrace all the countries participating 
in the effort of collaboration. 

The parties interested would agree to define the reciprocal parities 
of their currencies, in relation to each other, and would pledge them- 
selves to keep any eventual variations within certain limits. The 
undertaking should extend over a period long enough to free current 
commercial operations from any monetary risk; it should be for one 
year, or at least for six months—proviso being made for quite excep- 
tional circumstances, a character practically equivalent to that of 
force majeure. 

The decision to fix the level at which the national currency would 
be exchanged for foreign moneys clearly is a matter involving the 
sovereign action of each State. But in a balanced international 
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economy there are obligations and limitations which each State 
must accept, and duties which each State has toward others. In 
order to be a fair one, the solution, once again, must be found in a 
general agreement. As for the form of such an agreement, there 
would be no objection to its retaining the very flexible one of joint 
declarations. 

The problem, moreover, has lost much of its extreme difficulty. 
Most currencies, after the devaluation operations resulting from the 
crisis, have recovered a relative equilibrium both as regards internal 
as well as external factors. Prudence advises us to retain this equi- 
librium on an empirical footing. 

On the other hand, there remain at present certain countries which 
have not yet reached this stage; general agreement could be reached 
as to certain criteria which would enable us to determine, with 
sufficient accuracy and in an atmosphere of fair play, the level of 
monetary equilibrium, internal and external factors being alike taken 
into account. All that is required is the existence of the will or the 
desire to arrive at a solution. 

This will, however, is of capital importance. Each country must, 
above all, rely on itself; it is for each country to take necessary action 
and pass the necessary measures which will make possible its partici- 
pation in international action. It has the right to expect of the other 
States that they will not confront it with artificial obstacles, and even 
that they will await a general attitude in conformity with the require- 
ments of a sincere spirit of international collaboration. But the 
decisive effort is essentially the responsibility of the individual State 
and of it alone. 

Further, as soon as the international circuit has been reestablished, 
it is probable that a whole series of our present difficulties, and 
especially those which have to do with credit, would soon find an 
easy solution, thanks to the normal intervention of private initiative. 

(b) Having provisionally dealt with the question of monetary 
security so far as foreign trade is concerned, we now come to the 
disadvantages presented by the various types of restriction on the 
transfer of funds from one market to another. 

(1) As regards movements of a financial nature, it is not only 
the debtor markets which have adopted such measures but also 
the creditor markets. The latter, by forbidding or restricting foreign 
lending—and particularly loans by means of public issues—have 
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deprived international trade of a valuable support. It is exceedingly 
desirable that this policy should be altered in conformity with the 
other measures of international collaboration. 

(2) But the principal difficulty obviously arises from the imposition 
of exchange controls and from “‘clearing’’ systems. 

In this matter the only attitude which would correspond with the 
effort of international collaboration at which we are aiming, and 
which would enable a country to resume its normal place in the 
framework of the international economy, is the renunciation of 
the system in question, that is to say, the abolition of exchange 
controls and clearings. 

Such a measure must, of course, be introduced by stages; it is 
only possible if a certain number of preliminary conditions are 
realized and if precautions are taken to ease the transition. 

The recourse to clearings is a consequence, direct or indirect, of 
the establishment of exchange controls. The latter are themselves 
the result of a state of disequilibrium between the national economy 
concerned and the international markets. To attempt to get rid of 
exchange controls while allowing this disequilibrium to persist would 
be a waste of labor. But the measures suggested to us, both in the 
economic and in the monetary sphere, are designed precisely to 
facilitate a return to equilibrium. To this end measures must be 
taken, of which many depend solely on the will and the decision of 
the State concerned, but some are also dependent on the cooperation 
of other States. It is in this atmosphere and these conditions that 
the freeing of the Exchanges might be and should be induced. 

If the object at which we aim is a return to complete freedom 
of all movements of funds, it is clear that what is most urgent and 
important is to free commercial transactions themselves and the 
settlements to which they give rise. 

It is easily conceivable that, in certain cases, measures of control 
would have to be maintained, at least temporarily, in order to pre- 
vent capital movements which might endanger equilibrium after 
this had been restored. 

However that may be, the first and most urgent step is to bring 
about the suppression of all restrictions on payments for merchandise. 

Whether, however, it is to be carried out in one or in several 
stages, the suppression of exchange controls requires that the past 
should first be liquidated. 
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The liquidation of the past implies an agreed adjustment of 
external debts which weigh on the country, as far as may still be 
necessary and warranted; such adjustment should be carried out 
on conditions, with regard to interest and amortization, which 
should take into account modifications which may have arisen in 
the respective situations of creditor and debtor; and they must also 
take into account the general purposes of common interest to all 
which the measures studied in this report are designed to promote. 

But the liquidation of the past, also and above all, implies the 
settlement of the clearing arrangement. In this connection we must 
distinguish between, on the one hand, the arrears which arise out 
of old credits completely immobilized and regarded as only payable 
little by little in the manner of a sinking fund on a long-term debt, 
and on the other hand, the balances on current trade and the current 
financial debts arising out of recent transactions which are due to be 
paid in full and without any long delay under the operation of the 
clearing itself. 

For the arrears of the first category I propose to recognize realities 
and to have recourse as far as possible to consolidation. It seems to 
me that any attempt to take the other course, in so far as it may 
succeed in expediting the liquidation of these heavy debts of the 
past, weighs on the present by reducing the resources which the 
debtor country could use for imports of goods. 

In all cases in which such consolidation might prove practicable, 
it should, however, be carried out in a form which would make it 
possible to guard, to some extent, against the difficulties which it 
might otherwise entail for the creditor firms. 

To this end, it would be desirable in particular that the bonds 
issued to the creditors by the debtor State should be expressed in 
the currency of the creditor at the parity fixed in the exchange 
agreement. 

In addition, it would be well to envisage some kind of extra facil- 
ities for mobilizing the bonds for commercial purposes with the help, 
if necessary, of international institutions. 

As regards the other arrears of a current nature, these should be 
treated in the same way as the new debts, which will be incurred 
under the restored regime of freedom. 

The past having been liquidated in this way, it would be desirable 
to ease the transition. For this purpose it would be necessary to pro- 
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vide those countries which have been freed from restrictions with 
appropriate facilities which would remain at their disposal during 
the period of adjustment. 

These credits should enable them, on the one hand, to afford 
the necessary support to their export trade, and on the other to 
finance a part of their imports—at least at the start. 

It would seem possible to secure this object to a certain extent by 
an agreed extension of the method of reciprocal credits recently in- 
stituted by the Bank for International Settlements. The banks of 
issue would open through the Bank for International Settlements 
credits in favor of one another in the national currency of each of 
these. These credits would be used to finance the exchange of mer- 
chandise between the countries concerned. The exchange risks en- 
tailed by these credits can be set off against one another in so far as 
the trading operations balance. As regards the remainder, the risk 
might be in part covered by a multilateral clearing carried out by 
the Bank for International Settlements acting as clearing agent. 

For the balances, that is to say, the amounts which the Bank for . 
International Settlements could not cover by clearing, it would : 
be advisable to have recourse to the forward exchange markets . 
where these are active and broad. Elsewhere, it would seem advis- 
able to attempt to set up forward exchange markets whose terms 
would not unduly burden commercial transactions. 

For the final balances which would not be covered otherwise, 
it would be necessary to require a special obligation the payment 
of which would in the last analysis have to be made by the debtor 
State. This risk would in any case be slight and of a temporary nature. 

In practice it would be quite a negligible burden. 

But apart from this system, in consideration of the general ad- 
vantages which the freeing of commercial settlements would bring, 
and in consideration further of the fact that this freedom would 
be based on the measures adopted by the interested parties to 
reestablish the external equilibrium of their economy, it would be 
appropriate that united effort should be made by all the States 
prepared to join in a program of international cooperation. 
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Among the suggestions brought forward to give effect to this ( 
idea, there is one which appears to me to merit special considera- I 
tion; this is the possibility of establishing through cooperation of ae 


all these States, a common fund, the resources of which might be 
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applied, under appropriate conditions, to facilitate the financing 
of legitimate trade operations during the period of readjustment. 

It seems to me the international organization designed to assume 
the direction of such a fund would be the Bank for International 
Settlements. 

The activities of the fund should not in any case overlap or com- 
pete with those of existing institutions and organizations, whose 
business in normal times covers the financing of commercial opera- 
tions. It would come into play only in special cases, to fill permanent 
or temporary gaps, where normal methods prove insufficient. 

It may be added that, in this sphere, more than in any other, 
it is highly probable that the necessity for these exceptional methods 
—useful and, no doubt, indispensable during the period of transi- 
tion—would very soon disappear. If the international economy 
were to recover its vigor and flexibility, private institutions would 
quickly respond, in the majority of cases, to the normal needs of 
business on almost all the international markets. 


Part III—GENERAL CONDITIONS NECESSARY FOR SUCCESS 


I am convinced that the loyal and general application of a plan 
composed of suggestions such as have just been outlined might 
result in giving a new and considerable impetus to international 
trade. 

But if I were to conclude my report at this point I would not 
have fulfilled the essential part of my mission. 

Indeed, the important matter is not to provide theoretical defini- 
tion of the difficulties, nor even to indicate the channel by the 
application of which they could be solved. The main point is to 
suggest methods which have some chance of being effectively adopted 
and of leading to concrete results. We must therefore push our 
examination rather further, so that we can discover the conditions 
in which such measures as are recognized as being useful or desirable 
will have a chance of being effectively applied by the great majority 
if not by the total number of the interested countries. 

We must, at this point, admit the considerable difficulties which 
cumber the ground. If we consider the political plane, reasons to 
hope for a rapid and cordial rapprochement appear slighter than at 
any moment since 1918. 

If we place ourselves on the economic plane, it seems at first sight 
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as if the most favorable moment for strictly economic collaboration 
were past. The general check in the recovery movement, and the 
special economic difficulties of certain great countries, are once 
again bringing back on to the program schemes of national protec- 
tion, which bear a remarkable likeness to the efforts of the crisis. 

In the course of the last few months I have several times had to 
modify the provisional conclusions which I had reached. I have 
postponed the submission of this report in the hope of collecting fresh 
indications or of witnessing the appearance of more favorable 
circumstances. At one moment, seeing the obstacles piling up, I 
asked myself whether it were not preferable to give up attempting 
at the present moment any major effort of collaboration in the 
sphere of international economics, and to await a serener atmosphere. 

But, taking all in all, it seemed to me that such an attitude would 
have been sterile and even dangerous. One has never the right to 
renounce action or at any rate to renounce attempted action. No 
effort is ever completely lost, even if it does not succeed all at once. 

On the other hand, the persistence of a general situation, which 
is very confused and bristles with contradictions, would incur the 
risk of very serious consequences, both in the political and in the 
economic order. More and more numerous are they who take account 
of this fact and draw the conclusion that a rapid and profound 
reaction is necessary. In such conditions, the moment is perhaps 
favorable, in spite of appearances, for a new attempt, based on reason 
and common interest. 

Let us try, therefore, to find the way for a practical solution, 
without going beyond the limits of this mission, which is of an 
economic character, by pretending that it can be artificially isolated 
from the political factors which surround it and which impose upon 
it their conditions. 


A. The Exact Position of the Problem 


The first reflection which occurs in this connection is that the diff- 
culties which we have just been examining all interlock; in the same 
way the solutions which we have suggested are closely interde- 
pendent. Tariff policy, exchange control, capital movements, stabil- 
ization of currencies, quotas, clearings, etc., are closely connected 
problems. One cannot hope really to solve them except by means 
of a comprehensive solution. 
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On the other hand the attitude of a number of countries is domi- 
nated by the policy of certain Great Powers whose economic influence 
is a determining factor either for the world as a whole, or for certain 
parts of it. It is necessary then, in order that any solution should 
achieve its maximum efficiency, not only that it should cover the 
whole network of interlocking difficulties, but also that it should 
unite a very large majority, if not practically all of the nations 
concerned. 

But international trade is not an end in itself, it is only a means 
directed toward an end. This end cannot be other than the improve- 
ment of the standard of life of the masses, the increase of the well- 
being of the population. Under our present organization this end is 
pursued by national entities. 

Here we reach the heart of the problem. In order to diminish the 
obstacles to international trade and to restore to it a degree of 
flexibility which will allow of its development, it is necessary in 
particular to induce many countries to mitigate or to abandon the 
measures of protective self-sufficiency which they have adopted 
in different degrees and at different times, and to return to a more 
complete system based on the international division of labor. But 
these measures of national protection were not resorted to lightly nor 
frivolously, and if the countries protected by them still retain today 
the armor which they felt bound to put on, it is not without serious 
reasons. 

We must therefore make our dispositions in such a way that the 
new system shall offer to all participators advantages greater than 
those of the position in which they now find themselves; and at the 
same time that the transition from one system to the other may be 
brought about without danger, and even with immediate advantage. 

As our task is above all to achieve practical results it is not neces- 
sary to enter into a long analysis of the reasons which have provoked 
all these measures of national protection. Nevertheless, it is necessary 
to underline certain characteristics of the present situation. 

Once more let us emphasize the futility of the arbitrary distinc- 
tions based on views of arguments of an over-simplified nature, in 
the light of which attempts are made to divide the nations into 
distinct groups. In fact, we do not find on one side States devoted to 
a policy of complete autarchy and on the other side faithful to a 
strict observance of international free trade. If we go beyond appear- 
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ances and refuse to be satisfied with verbal distinctions, we cannot 
fail to note that on the one hand all States, one after another, have 
had recourse to measures of their own, differing widely in concep- 
tion and effect, but all inspired by the idea of national protection; 
while on the other hand they have all continued and must continue 
to submit to a system of international exchange. 

Movements so general and so pronounced must without doubt 
have a deep-seated cause. Let us recognize that international eco- 
nomic relations are today on a very different basis from those of the 
period before the war. Formerly international exchanges were ex- 
changes effected across frontiers between individuals, private firms, 
or private interests. Today international economic relations are 
taking on more and more a character of exchanges between economic 
units constituted by the States themselves. It is true that the part 
played by the private firms and undertakings which operate on 
either side as the connecting links in commercial exchanges remain 
without exception an essential one, but in determining the flow of 
trade considerations of national interest are assuming more and 
more importance; transactions are every day more and more domi- 
nated by decisions emanating from the constituted authorities and 
inspired by a national economic policy. That is a fact which we must 
take into account. 

The tendencies which are driving States toward a greater degree 
of economic autonomy are based on widely differing considerations. 
Some of these tendencies are purely political in their origin; others 
are based on considerations of a social order, such as the problems 
of employment or of the adaptability of labor; others again are due 
to purely economic anxieties. 

Among the latter there is one which is loudly invoked in several 
countries in which an effort is being made to substitute synthetic 
raw materials for the corresponding natural products, and which 
may be summarized as follows: 

If the countries which are producers and exporters of raw materials 
refuse to take payment in manufactured goods, or place obstacles 
in the way of entry of such goods into their own country, the coun- 
tries which are importers of these materials find themselves obliged 
to give up buying them, or at least to limit their purchases as much 
as possible; they must thus devote themselves to finding other sources 
of these same products or look for products which may take their 
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place, especially synthetic products. The protectionist policy of the 
countries which are producers of raw materials thus reacts against 
themselves as well as being damaging to those who were counted 
among their traditional customers. 

At the same time it must be added that this line of argument, 
though not rejected in principle, is regarded in other quarters as 
putting the problem in an oversimplified form or even as reversing 
the true order in the allocation of responsibility; according to this 
view, we are in the presence of a vicious circle brought about in the 
first instance by the reduction of the importation of certain staple 
world products by countries which formerly imported them. 

However this may be, in spite of the ravages of the last crisis, 
in spite of the profound modifications which the international eco- 
nomic structure has undergone, in spite of the increasing difficulties 
of all kinds with which business men are faced, international com- 
mercial exchanges had nevertheless until recently shown signs of 
renewed vigor, a striking proof of their inevitable necessity. The 
volume of international trade had returned during the second three 
months of 1937 to a level corresponding to that reached in 1929, 
that is to say, at the height of the period of prosperity. 

Alas, we are still looking for the means of freeing ourselves from 
these hindrances; and already we are threatened with a fresh setback! 

Is it simply a flattening of the curve, is it a minor crisis, or must 
we fear worse? The economic policy which we now adopt may, if 
it is good, mark the beginning of a new era of prosperity in the world; 
it may also, if it is bad, transform the present hesitations of trade 
into a new and more serious crisis. 

It therefore becomes more urgent than ever to restore international 
economic relations to a sound basis. 

The events of the last few months have served to emphasize 
another aspect of the problem. International trade may be not only 
impaired by causes of an economic and financial nature; it may 
suffer equally severely from political and especially from moral 
influences. For economic activity to develop it is not sufficient that 
a demand should exist, that the products should be available and 
that capital should be abundant; there must also be the will to show 
enterprise, to act, to run the risks inherent in the production and 
exchange of goods. These conditions require an atmosphere in which 
at least a certain degree of confidence, good will, sincerity, order, and 
clarity prevails in international relations. 





B. Actual Hindrances 


Let us therefore seek to determine in a spirit of complete objectivity 
what are the difficulties or obstacles which, without being direct 
impediment to international trade, nevertheless hinder the smooth 
flow of commercial relations between nations. 


I. REVIEW OF THE DIFFICULTIES 


There are those who see the origin of their difficulties in the unequal 
distribution of raw materials, or more exactly, in the fact that certain 
great countries do not possess in the territory under their control the 
raw materials which they consider themselves to require. 

At this point we cannot but record that certain States see no 
solution to the problem except in the redistribution of colonies. 

There are others who attribute their difficulties to the exaggerated 
protectionism of countries or groups of countries which ought, in 
their view, to absorb a larger share of their products. Particularly 
numerous are those who protest loudly against systems of preference 
which distort the normal channels of trade. 

Others again blame the unequal distribution of capital and the 
lack of adequate understanding on the part of the great markets 
which dispose of accumulated funds. 

Certain States insist on the important influence on their economy 
of demographic problems, particularly those connected with emigra- 
tion and immigration. 

Intelligent judges do not fail to emphasize the depressing influence 
of financial markets—both in the moral and practical sphere—of the 
absence of a definite settlement of international political debts. 

Many circles put the blame above all on the effects of the wide- 
spread policy of intensive rearmament. They express anxiety at the 
probable reaction which will take place when the orders due to 
rearmament will have reached saturation point; they emphasize the 
disastrous effects which the budgetary burden of rearmament imposes, 
or is liable to impose, on national economies, either directly or through 
its indirect repercussions. 

Finally, there are many who maintain that political anxieties are 
determining factors in the present retarding of trade, and that these 
anxieties are more of an obstacle to the development of international 
commercial relations than all other hindrances put together. 
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There is no doubt that repeated shocks to the basic principles of 
international law exercise a pernicious influence on the economic 
as well as on the political relations between the nations. It is time to 
bring back to light the sanctity of plighted engagements and the 
necessity for respecting the rules of international law. 

Whatever may be the degree of truth contained in these various 
assertions, we are bound to take the assertions themselves as facts 
and to see in them problems which call either directly or indirectly 


for solution. 
2. SOME OF THE SUGGESTIONS ELICITED 


Suggestions have, indeed, already been made in widely varying 
directions with a view to solving these different points. It would be 
impossible to enumerate them all and I shall confine myself to 
reproducing a certain number which seems to me to have aroused 
interest in many quarters. 

With a view to assisting the solution of the Colonial problem it 
has been suggested that the regime of mandates should be revised, 
that the national element should be removed and that the system 
should be made completely international, both from the economic 
and the political point of view. 

In the case of colonies properly so called, it would perhaps be 
opportune to seek for the means of generalizing the system of the 
open door which obtains in the conventional basin of the Congo, a 
system the general result of which it is impossible to criticize. 

In those colonies, when such a regime cannot be organized, certain 
circles have recommended that the possibility be examined of creating 
privileged companies, whose activities would be strictly limited to 
the economic sphere and whose capital would be divided internation- 
ally in such a way as to offer real guarantees of impartiality. 

With regard to raw materials a most interesting proposal has been 
formulated tending to the supply of colonial goods in exchange for 
industrial products. An agreement would be concluded between a 
colony and an industrial State, and colonial goods supplied would be 
carried to an account and paid for by the execution in return of 
important public works—bridges, railways, ports, etc. The inter- 
mediate finance would be provided by the metropolitan State. 

Lastly, the rules of international law might, in the opinion of 
many, be specified and reinforced in such a way as to secure from 
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seizure or confiscation in every case, even in time of war, private 
property held in colonial territories, whatever the nationality of 
the owner. 


3. GUARANTEES OF A POLITICAL NATURE 


The conclusion which arises to my mind from the multiplicity of 
problems inherent in these complaints, demands, and suggestions 
is that it is time to face them and submit them to a close discussion. 
This, however, can only be done in an atmosphere of loyal coopera- 
tion in which each one concerned would seek in his own interest to 
render assistance to the others. 

Does such a spirit exist? If not, everything possible must be done 
to create it. If it exists, steps must be taken to dissipate the mutual 
misunderstandings which prevent it from coming to light. 

Surely there is no object in attempting to conceal from oneself 
the difficulties of such an undertaking. 

In this report I have deliberately debarred myself from touching 
on the strictly political aspects presented by a number of questions 
with which we are faced. It is, however, impossible to ignore the fact 
that we are working in their shadow. There are indeed some which 
are so intimately bound up with certain of the suggestions which I 
have made that it is impossible to abstract them. 

Thus one can understand the preoccupation of those who fear 
to see the financial assistance, the credit facilities, or the facilities 
for obtaining supplies which would be granted in the execution of 
the remote program of action diverted from their object to serve 
warlike ends. Guarantees would have to be provided in this respect, 
and such guarantees are necessarily political in their nature. 

Again, is it possible to provide an economic solution for the dif- 
ficulties with which certain national economies will be faced when 
the point of saturation has been reached in their rearmament policy, 
without evoking the problem of the limitation of armaments? 

Conversely, it also appears to be true that any concerted policy 
for the limitation of armaments would require, if its application were 
not to be obstructed, means accompanied by economic measures 
which would also have to be internationally concerted. 


C. A Pact of International Collaboration 


Faced with a task of this complexity, our best course will be to 
attempt a new method very general in its nature, which should 
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appeal to mutual good will, but the object of which will be above 
all to secure to each participant the tangible advantages of collective 
action. 

The moment has thus perhaps arrived to propose the conclusion 
of a “‘ pact of economic collaboration” embracing the largest possible 
number of States, and in any case open to all. This pact might per- 
haps, drawing inspiration from a precedent which has proved success- 
ful, take the form of a collection of joint declarations. 

The object of the pact would be to assist the participants to raise 
the standard of living of their nationals by improving the general 
well-being. It would contain two parts, one negative, by which the 
participating countries would bind themselves to abstain from a 
certain number of practices contrary to the interests of the commun- 
ity of participants; the other positive, but general in its nature, by 
which the participating countries would bind themselves one toward 
the other to take up and to examine in a spirit of understanding and 
mutual assistance the problems and difficulties arising in their 
economic relations. 

Under the aegis of this general pact, and in accordance with its 
spirit, might be concluded separately other more detailed arrange- 
ments incorporating, in so far as they could be satisfactorily worked 
out, the numerous suggestions which I have made or referred to in 
this report. 

I have given these suggestions deliberately in a succinct and 
simplified form; I have intentionally refrained from entering into 
details; it has been my object to confine myself to the principal 
outlines, If the ideas on which these suggestions are based should be 
accepted, it would be comparatively easy to develop them, to give 
them precision, and to run them into the appropriate technical 
molds. On most of the points which I have mentioned prolonged 
studies have been undertaken; plans for putting them into effect 
could be quickly drawn up with the assistance of specialized organs 
such as the Economic and Financial Committees of the League of 
Nations, the Bank for International Settlements, the International 
Chamber of Commerce, the International Institute of Agriculture, 
et cetera. 

As for the international arrangements for putting them into 
force, certain of these by their very nature would have to be of 
general application; others would include only certain countries; 
others again would have to take the form of bilateral agreements. 
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D. Methods of Realization 


How are we to assure practically and effectively the success of such 
a plan? Let us recognize that to obtain the full results it would be 
desirable that an effort of this kind should receive the support of 
the great countries which are leaders in economic activities and in 
the different political tendencies. 

(1) It is desirable, then, to bring together as soon as possible 
representatives of the principal economic Powers; and at least of 
France, the United Kingdom, the United States of America, Ger- 
many, and Italy. There would be advantages in a method which 
would insure that this contact were of a purely preparatory nature. 
The object would be above all to take soundings and to prepare the 
ground. The agenda would contain four or five questions drawn up 
in some such terms as the following: 


(One) Are you agreed to take part in an attempt at interna- 
tional economic collaboration? 

(Two) Do you, with this object in view, accept as a-basis for 
discussion the main lines of the present report? 

(Three) What are the points in this report, if any, which 
you would wish to see either omitted or emphasized? 

(Four) What points not mentioned in this report do you think 
it desirable to include within the scope of the attempt to be 
undertaken? 


The answers given in the course of this preliminary and informa- 
tory stage would clearly determine the future course of the whole 
undertaking. 

(2) If, as may be hoped, the answers were constructive and such 
as to encourage a serious hope, it would be appropriate to pass to a 
second stage. 

This stage would be intrusted to a bureau appointed for the pur- 
pose; an invitation would be addressed to all States asking them 
to acquaint the bureau within the shortest possible time, and follow- 
ing the framework of the present report, with the difficulties which 
they meet with in their international commercial relations, as well 
as with the measures of assistance which they feel entitled to expect 
from other States and those which they are prepared to render. 

The answers to this invitation would constitute substantially a 
review of the complaints brought by the nations against the eco- 
nomic commonwealth and of the needs for the satisfaction of which 
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outside assistance or collaboration would be more effective than 
national effort. 

The bureau would proceed as rapidly as possible to classify and 
synthesize these answers. It would analyze their contents in an 
entirely objective manner, extract from them such suggestions as 
seemed reasonable, and would so draw up, basing its work on the 
present report, a program of constructive action. 

(3) It is then that we should pass to the third and final stage 
of the undertaking. It would be necessary to insure through the 
diplomatic channels that there was an agreement in principle among 
the interested parties on the main lines of the program drawn up. 
If a sufficient number of States, including the great economic Powers, 
took up a favorable attitude, the bureau referred to above would 
be instructed to draw up the texts for signature. 

Lastly, a conference would be summoned to put the final touches 
to the necessary diplomatic instruments and to exchange signatures. 

As I conceive it the pact so concluded would be only a portico to 
the work which it would be necessary to continue, to build up, to 
complete, and to adapt to changing circumstances in a process of 
perpetual evolution. 

Nevertheless, the conclusion of such a pact would be a gesture 
of capital importance, for it is this pact which would give the initial 
impulse and would impart to the world the impetus which it is 
awaiting in order to recover its confidence in the pacific destiny of 
nations. 

And this portico might perhaps lead to a new edifice in which, side 
by side with the halls devoted to economic collaboration, would 
arise others in which might be worked out the political conditions 
of a lasting peace. 

P. VAN ZEELAND 


Brussels, Jan. 26, 1938. 
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THE VAN ZEELAND REPORT? 
By WALTER LIPPMANN 


Not many persons will as yet have had an opportunity to read, much 
less to study, the document published on Thursday and known as 
the Van Zeeland report. Indeed, except to those who take a special 
interest in world affairs, it may not be altogether clear to every- 
one how the former Prime Minister of Belgium, M. Paul van Zeeland, 
happens to be making a report addressed to all the peoples and all 
the governments of the world. 

So we may recall that in April a year ago when M. van Zeeland was 
still the Belgian Prime Minister, he was asked by the French and 
British Governments to find out what could be done to promote 
general prosperity by increasing international trade. He was asked 
to do this because it was evident that if the whole world could be 
made more prosperous, the dangers of war and of revolution would 
be greatly diminished. 

M. van Zeeland was chosen for several reasons. He was the Prime 
Minister of Belgium at a time when his country dissolved the war- 
time alliance with France and Britain and returned to its former 
diplomatic neutrality. Thus, though M. van Zeeland was greatly 
trusted in the democratic countries, he was also in good standing 
with the German Government. He represented a small but extremely 
important nation in the diplomatic and commercial strategy of 
Europe. And he himself had proved to be perhaps the most efficient, 
the least confused, and the most surefooted of the statesmen who had 
dealt with the depression. 


* * » 


For nine months he studied the problem inall the principal capitals, 
including Washington, and we now have his report. It is plain, even 
from a preliminary examination, that in this document there is 
brought together concisely and simply the best general opinion of 
the civilized world on the subject. M, van Zeeland has not, of course, 
reported the special views of all the experts; he has sifted and stated 
coherently those basic ideas, principles, and proposals which the 
great majority of educated and informed men throughout the world 
would accept if they felt free to say what they really think. 


? This article from the New York Herald Tribune of January 29, 1938, is reprinted with 
the permission of the Herald Tribune and the author. 
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The substance of the report is obviously a description of the kind 
of economic world in which the British, the French, and the American 
peoples would like to live, and with them the genuinely neutral 
peoples like the Scandinavians, the Dutch, and the Belgians. At the 
same time it also describes the kind of world that many influential 
Germans and Italians would really prefer to live in if they thought 
it were possible. 

Thus the report states in as short a form as a careful man could 
put it the general program of all those in every land who wish to over- 
come the world crisis by promoting prosperity—that is, by giving the 
people something to live for in place of something to fight for. Yet 
no one can read the report without recognizing that the author is 
not only a scholar and an expert, not only enough of an idealist to 
regard peace and reconciliation as worth seeking diligently, but that 
he is also a thoroughly sophisticated man of the world. It would 
be silly to think that M. van Zeeland does not know or that he 
underestimates the force of the resistance, the obstruction, the 
contrariness, or even the down-right evil mindedness against which 
such a liberal program must make its way. Obviously, he knows all 
that quite as well as anyone who, having taken a sniff of the report, 
says that such things as he proposes cannot be done. 


* * * 


What he proposes—ignoring the details—is to go faster and further 
in the direction in which the President and Secretary Hull have been 
moving in their tariff and foreign exchange policies. He does not ask 
us, or the sixteen countries with which we already have trade agree- 
ments, or the United Kingdom with which we are about to make an 
agreement, or the countries with which we have currency stabiliza- 
tion, to reverse these policies and to do something different. On the 
contrary, he asks them to push forward on the road upon which they 
have already set their feet. 

Thus, there is no question here of a new untried paper scheme that 
has no connection with anything that is actually happening. What 
M. van Zeeland proposes today is in principle, and probably also in 
its program, just about what Mr. Hull would be proposing anyway 
when he has concluded his chief trade agreements and is ready to 
take the next step. M. van Zeeland is merely saying that the process 
can and should be accelerated, that in order to avert the political 
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dangers with which Europe is threatened we should bring these 
economic reforms into practical politics now, and not when it may be 
too late. 

* t * 

It is obvious that the center of the difficulty lies in the fact that 
M. van Zeeland wishes Germany and Italy to enter into a regime of 
low and stable tariffs and of free monetary exchange. Difficulty arises 
on both sides. There is the question as to whether a totalitarian State 
can in fact enter a free world economy and remain a totalitarian 
State with all that that implies in the way of militarization and of 
military self-sufficiency. There is the question whether the more 
liberal States would be willing to give Germany and Italy the pro- 
posed economic advantages and the financial assistance in view of 
their feeling that all this would merely serve to enhance the military 
power of the Fascist States. 

These are real difficulties and one hesitates to speak dogmatically 
about them. But though I do not feel altogether sure of my ground, 
I am disposed to think that the democratic States can afford to invite 
the totalitarian States to enter such a liberal regime. For if they 
enter it, they must become less totalitarian and must make them- 
selves more rather than less dependent upon the outer world; and 
if they refuse, they will then not be able to say that the rich democra- 
cies are trying to strangle them. 

The French particularly are saying that before they could invite 
Italy and Germany into such an order of things, they must have 
political and military guaranties. But what guaranties are possible, 
what guaranties would in fact be more binding than to turn Ger- 
many and Italy away from military self-sufficiency, and involve 
them in an interdependence with the rest of the world? M. van 
Zeeland who appreciates the dangers of war quite as well as anyone 
must have assumed that Germany and Italy can accept such an 
invitation only if there is a radical change of their political policy. 


* * * 


Be that as it may, the Van Zeeland program does not stand or fall 
on the question of whether Germany and Italy accept it. The pro- 
gram is still entirely sound even if Germany and Italy reject it. For 
they are only a part of the world, a relatively small part, and in the 
rest of the world the application of these principles would still make 
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the peoples richer, would still strengthen their free institutions, would 
still bind them more closely together. 

We do not have in this report a case of all or nothing. We have 
rather the definition of a general purpose and the outline of a general 
program which will work beneficially for as many nations as choose 
to adopt it. A little of it will bring some good. More of it will bring 
more good. All of it might lay the foundations of a long century of 


world peace. 
~ * * 


Before any government can do anything about it, there must be 
time to study it though we may be sure that the essential ideas are 
already well known in all the capitals. But after some deliberation 
the American Government is obviously the one to take the lead by 
subscribing not to the details, of course, but to the spirit and the 
principles of the report. The announcement that the United States 
was ready and eager to proceed along these lines might very well 
make a profound impression everywhere. For in any such regime as 
M. van Zeeland describes, the United States has most to gain and 
most to give. This country is far and away the greatest economic 
area in the world. 

And since M. van Zeeland has proposed what we really desire, 
why should we not make his cause our own? 


EO 
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PROGRAM RECOMMENDED TO THE ELEVEN 
PARTICIPATING ORGANIZATIONS BY THE THIRTEENTH 
CONFERENCE ON THE CAUSE AND CURE OF WAR 


(Washington, D. C., January 18-21, 1938) 


Part ONE—PROGRAM EMPHASIS RECOMMENDED FOR 1938 


The objectives set before the participating organizations by the 1937 
Conference have not yet been attained. They constitute a com- 
prehensive program on which work must be done for many years. 
The contribution which the 1938 Conference can make is to challenge 
the organizations to concentrate on the achievement of substantial 
advance at the point of imminent need. 

The year 1937 has brought into startling prominence the failure 
of mankind to curb wars of aggression and conquest. Those very 
countries in which there exists conviction that war is a crime and 
never should be used as an instrument of policy, present the appalling 
spectacle of impotence and failure to unite to use their undoubted 
power to bring to an end the present condition of international 
lawlessness. The present situation is intolerable; it must be met by 
concerted action for peace. 

With this in mind the National Conference of the Cause and 
Cure of War RECOMMENDS: 


That during the year 1938 the member organizations lay major 
emphasis on the necessity of the cooperation of the United States 
with other nations to eliminate war and to establish and maintain 
peace with justice. 

This should be done: 


1. Through a program of education. 

2. Through support of measures, which will promote the 
active cooperation of the United States with other nations 
in peaceful means to deal with economic and political problems 
disturbing to the peace of the world, and to restore and main- 
tain orderly processes in international relations. 


Such measures would include: 

More adequate appropriations for the Department of State; 

Support of the reciprocal trade agreements program; 

Adoption of a permanent policy of consultation with other 
signatory States in the event of the violation of the Pact of 
Paris; 
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Provision for cooperation with other nations in financial 
and economic measures, not including war, designed to with- 
hold aid to a treaty-breaking nation; 

Legislation to give effect to the present policy of the United 
States to withhold recognition of any situation brought about 
by means contrary to the Pact of Paris through placing condi- 
— upon or prohibiting financial transactions with the violating 

tate. 


Part TwO—1937 PROGRAM’ REAFFIRMED BY 1938 CONFERENCE 
I. General Statement of Aims 


The eleven member organizations of the National Committee 
on the Cause and Cure of War join in sponsoring the annual con- 
ference as a source of both inspiration and concrete suggestions for 
their efforts to establish world peace. Each organization carries on 
a broad program of which the work for international peace is one 
division. The setting up of peace departments has come about be- 
cause these organizations, motivated by high ideals for their own 
nation and the human race, realize that the prevention of war is a 
necessary condition for the attainment of their primary objectives 
in whatever field they lie—religion, education, civic life, social 
problems, or economic relations. 

Successive conferences have recognized that the problem of war 
is highly complex, but we believe that it is not insoluble. The com- 
plexity of the problem requires that many groups should work 
toward its solution, although not necessarily in the same way nor 
with the same emphasis. The National Committee on the Cause and 
Cure of War can contribute most effectively to the peace movement 
by finding the common interests in the international programs of 
the participating organizations, enabling them to correlate their 
activities where intensive efforts of large numbers of citizens are 
most needed. 

In order to carry on our activities it is necessary to protect the 
democratic practices of free speech, free press, and free assembly. If 
these be lost, the opportunity to work on a constructive program for 
peace would be hampered if not completely denied. 

In planning this program we are not unmindful of the need of high 
spiritual concepts which are necessary for its achievement, and 
which must constitute the personal dynamic of living for each 
participating individual. 


? With slight revisions to bring program to date. 
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II. Recommended Program for Support and Study 


The Twelfth Conference on the Cause and Cure of War recom- 
mends to its participating organizations the following issues for 
support and study: 


A, ISSUES NOW BEFORE THE COUNTRY FOR ACTION: 

1. Revision of the neutrality policy of the United States. 

a. Support of legislation to implement the announced 
policy of the United States ‘‘to avoid being drawn into 
war and not to contribute to the prolongation of war.” 

b. Promotion of public understanding of the significance 
of the new American attitude toward neutrality, with 
special emphasis on the relation of the neutrality poli- 
cies of the United States to the collective efforts of 
other nations to maintain international peace by 
cooperative methods. 

2. The continued support of national control of the manu- 
facture of and trade in arms, ammunition, and the imple- 
ments of war. 

3. Support of the maintenance of the reciprocal trade 
agreement program of the United States as a means of 
relaxing international economic tensions and contributing 
to the restoration of international trade. 

4. Opposition to the continuously expanding budgets for 
the army, navy, and air forces as being inconsistent with 
our commitments under the Pact of Paris, this opposition 
to be dependent upon the clarification of our fundamental 
policies concerning national defense. 

5. Abolition of compulsory military training in schools and 
colleges. 

6. Taking full advantage of the membership of the United 
States in the International Labour Organisation, with a 
view to furthering social and economic justice throughout 
the world as an indispensable basis for peace. 


B. FUNDAMENTAL ISSUES ON WHICH THE UNITED STATES MUST 

BE PREPARING ITSELF TO ACT: 

a. The conference reaffirms its recommendations of support 
of the following, and urges the participating organizations which 
have not yet gone on record in their favor to do so during the 
coming year: 

1. Membership of the United States in the League of Nations 
on terms consistent with its commitments under the Pact 
of Paris. 

2. Adherence of the United States to the World Court. 

3. Reduction of armaments by international agreement. 

b. The Conference recommends the study of the following: 
1. Ways of extending the good neighbor policy into the 
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Pacific area, with special emphasis on the immigration 

laws of the United States for the purpose of determining 

whether there is any necessity for the present provisions 

which discriminate racially against the oriental peoples. 
2. Proposed plans for an International Police Force. 


III. Program for Immediate Consideration 


In the attempt to make greater progress in the promotion of peace, 
the Conference recommends to its member organizations for urgent 
consideration the following subjects judged by the delegates to be, 
at present, the most essential points of its program: 


A. FOR LEGISLATIVE ACTION: 


1. Revision of the neutrality policy of the United States 
through legislation designed to keep our country out of 
war and to permit cooperation with other nations to 
prevent war. 


This legislation shall provide as follows: 
a. This country shall consult with the other nations 
signatory to the Pact of Paris whenever there is a 
threat to peace. 

b. An immediate impartial embargo shall be declared 
against the nations directly involved in the threat 
to peace. 

c. The embargo shall include munitions, credits, and 
essential war materials. 

d. The embargo may be removed by the President 
from a nation which, as the result of the consultation, 
is agreed to be the victim of aggression. 

2. Continuation of the present reciprocal trade agreement 
program as this country’s practical contribution to the 
international economic stability essential to the mainte- 
nance of peace. 


B. FOR STUDY: 

1. Economic causes of war covering the unsatisfied needs 
of nations, the pressure of minority groups within nations 
and economic practices that produce international friction 
and examining the possibility of solving these problems 
in the light of modern science and technology. 

2. The subject of national defense, especially 

: a. The varying concepts of national defense. 
b. The institutions, namely the Departments of State, 
War, and Navy, developed on the basis of these 
concepts. 
c. The relation of these concepts and institutions to 
the problem of preventing war. 
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AN ADMIRABLE PEACE PROGRAM‘ 


The peace program adopted in Washington last Friday by the thir- 
teenth annual Conference on the Cause and Cure of War is a success- 
ful combination of realism and idealism. By the almost unanimous 
vote of the delegates of eleven women’s organizations, representing 
a membership of 7,000,000, the conference urged upon the United 
States Government a five-point policy of international cooperation 
based on the principle that faith in collective action must be revived 
as the only saving prerequisite for the peaceful solution of world 
problems. 

The specific recommendations of the conference include: more 
adequate appropriations for the Department of State, support of 
the Administration’s reciprocal trade agreements program, adoption 
of a permanent policy of consultation with other signatory Powers in 
the event of violation of the Pact of Paris, provision for cooperation 
with other States “in financial and economic measures, not including 
war, designed to withhold aid to a treaty-breaking nation,’’ and 
legislation to give effect to ‘the present policy of the United States 
to withhold recognition of any situation brought about by means 
: contrary to the Pact of Paris, through placing conditions upon or 
prohibiting financial transactions with the violating State.”’ 

The conference also decided to ask for amendments to the Neutral- 
ity Act to provide for an embargo against nations directly involved 
in a threat to peace and yet leave the President authority to exempt 
from such embargo a nation which, it is agreed, is ‘the victim of 
aggression.”’ 

That a program so comprehensive and sound should issue from a 
body of citizens so widely representative is evidence that the import- 
ance for everyone of our Government’s relations with the rest of the 
world is increasingly understood. It is this growing awareness that 
_ foreign policies fundamentally affect our domestic life which stimu- 

lates study and active interest throughout the country. The popular 
concern as to the ways to peace is an augury that an informed public 
: opinion will support an affirmative and courageous American foreign 
. policy. 

t Reprinted by permission from The New York Times, January 24, 1938. 
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